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Abstract | This study aims to explore the role of Islamic finance in supporting SMEs in
Libya, with a focus on Islamic finance instruments such as Murabaha,
Mudaraba, and Musharaka. Through a review of global and local literature, the
study highlights the theoretical and practical effectiveness of these instruments
in promoting economic growth and achieving financial inclusion. The results
demonstrate that Islamic finance represents a sustainable and flexible
alternative to the conventional financial system, and provides innovative
solutions for projects that suffer from a lack of financial guarantees. However,
Libya faces regulatory and administrative challenges that hinder the effective
implementation of Islamic finance. The study points to the urgent need for
regulatory reforms and empirical studies to assess the actual impact of Islamic
finance on the financial performance of SMEs. In conclusion, this study
highlights the importance of Islamic finance in achieving economic
development in Libya, with the need to strengthen regulatory frameworks and
training to enable this sector to achieve its maximum potential.
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